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APPROVED: __________________________________ 
 Blair King, City Manager 

CITY OF LODI 
 

COUNCIL COMMUNICATION 
 

TM 

 
AGENDA TITLE: Adopt resolution authorizing the City Manager to execute a Novation 

Agreement with Sempra Energy Trading Corporation and The Royal Bank of 
Scotland transferring interest in a Power Purchase Sales and Enabling 
Agreement dated May 27, 2004 (EUD)  

 
MEETING DATE: October 17, 2007 
 
PREPARED BY: Electric Utility Director 
 
 
RECOMMENDED ACTION: Adopt a resolution authorizing the City Manager to execute a 

Novation Agreement with Sempra Energy Trading Corporation and 
The Royal Bank of Scotland transferring interest in a Power 
Purchase Sales and Enabling Agreement dated May 27, 2004. 

 
BACKGROUND INFORMATION: The City of Lodi and Sempra Energy Trading Corporation (Sempra) 

are parties to a Power Purchase and Sales Enabling Agreement 
dated May 27, 2004 (Sempra/Lodi Agreement). This agreement was  

executed by the Electric Utility Director pursuant to the authority granted by Lodi City Council Resolution 
2001-34. Sempra is one of the subsidiaries of the parent corporation of San Diego Gas and Electric 
Company. 
 
On July 9, 2007, Sempra announced that it would form a joint venture with The Royal Bank of Scotland 
(RBS) to form a joint venture to be known as RBS Sempra Commodities LLP which will acquire a 
controlling interest (51%) in Sempra and its subsidiaries as well as its managed affiliates. Thirty days 
after the transaction’s closing date (early 2008), RBS will be the principal entity under all of Sempra’s 
transactions and will conduct the commodity trading business as agent for Sempra. 
 
As a result, all outstanding agreements and transactions are being transferred and assumed by RBS at 
closing date. The Royal Bank of Scotland is rated Aaa by Moody’s and AA by Standard & Poors and is 
advertised as one of the largest financial institutions in the world. 
 
In order to formally transfer interest in the Sempra/Lodi Agreement, it has been requested that the City 
execute a Novation Agreement with Sempra and RBS. The Novation Agreement basically provides that 
RBS is stepping into the contractual “shoes” of Sempra and undertaking all obligations of the 
Sempra/Lodi Agreement. 
 
As background, the Sempra/Lodi Agreement is an “enabling” agreement. This means that it contains the 
basic terms and conditions affecting any wholesale electric transactions between the parties to the 
agreement. The specific details of any transaction (typically price, term, delivery point and type of 
service) will be contained in a subsequent Confirmation document. 
 
Staff has reviewed the terms and conditions of the Sempra/Lodi Agreement and believes that it is 
beneficial to continue to have the agreement remain in effect with The Royal Bank of Scotland as the 
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principal party. There is no obligation to undertake future transactions under the agreement but it would 
be in place in the event that a transaction with RBS is deemed to be in the best interest of the City.  
 
FISCAL IMPACT:  There is no financial impact to execution of the proposed Novation Agreement. 
 
FUNDING:  Not applicable. 
 
    __________________________________ 
    George F. Morrow, Electric Utility Director 
 
Attachment 



RESOLUTION NO. 2007-_____ 
 

A RESOLUTION OF THE LODI CITY COUNCIL AUTHORIZING THE  
CITY MANAGER TO EXECUTE A NOVATION AGREEMENT WITH SEMPRA 

ENERGY TRADING CORPORATION AND THE ROYAL BANK OF SCOTLAND 
TRANSFERRING INTEREST IN A POWER PURCHASE SALES AND 

ENABLING AGREEMENT DATED MAY 27, 2004 
======================================================================== 
 

WHEREAS, on the City of Lodi and Sempra Energy Trading Corporation (Sempra) are 
parties to a May 27, 2004 Power Purchase Sales and Enabling Agreement; 

 
WHEREAS, Sempra has announced that it has formed a joint venture under which The 

Royal Bank of Scotland (RBS) will be the principal entity under future electric transactions 
between the City and Sempra; 

 
WHEREAS, Sempra has requested that the City of Lodi execute a Novation Agreement 

which will formally recognize that RBS will be the future trading agent for Sempra after the 
transactions closing date expected in early 2008; and 

 
WHEREAS, the Lodi Electric utility believes it is advantageous to have the agreement 

with Sempra remain in effect with RBS as the principal, 
 
NOW, THEREFORE, BE IT RESOLVED that the Lodi City Council hereby approves the 

Novation Agreement and authorizes the City Manager or his designee to execute the 
Agreement and authorizes the Electric Utility Director or his designee to administer the 
Agreement. 

 
Dated: October 17, 2007 
======================================================================== 
 

I hereby certify that Resolution No. 2007-____ was passed and adopted by the Lodi City 
Council of the City of Lodi in a regular meeting held October 17, 2007, by the following vote: 

 
AYES:   COUNCIL MEMBERS –   
 
NOES:  COUNCIL MEMBERS –   
 
ABSENT:  COUNCIL MEMBERS –   
 
ABSTAIN:  COUNCIL MEMBERS –   
 
 
 

RANDI JOHL 
City Clerk 
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